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PEOPLE'S REPUBLIC OF CHINA: KEY ECONOMIC INDICATORS 1/ 


(US$ Billion unless otherwise indicated) 
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1981: USS$1=RMB 
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FOREIGN TRADE 


Total Trade (US$ billion) 
Trade Balance (USS billion) 
Exports, F.O.B. (US$ billion) 
U.S. Share? (percent) 
Imports, C.I.F. (US$ billion) 
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U.S. SHARE OF CHINESE IMPORTS ($%) 





*Exchange rate change accounts for apparent drop in GDP 
**Gross value of industrial output (turnover, not value-added) 
***Gross value of agricultural output (turnover, not value-added) 
NOTES 
(I) Statistics were supplied by the State Statistics Bureau in 
official communiques; RMB (Yuan) values were converted at the 
rate of US$1=RMB1.55 for 1980 and USS RMB 1.71 for 1981. 
Estimated by marking up national income by 13% to account for 
depreciation and non-material services. 
Absolute figures in current prices; growth in real terms. 
Growth is nominal, and is based on RMB figures. 
U.S. Government data. 





ECONOMIC TRENDS OF THE PEOPLE'S REPUBLIC OF CHINA 


SUMMARY 


China has entered its third year of economic readjustment and 
reform, continuing its attempt to rationalize the entire 
Structure of the economy and to introduce management and 
Organizational reforms, material incentives, and use of market 
forces. Through reform and reorganization, China's leaders 
envisage an economy based upon a combination of state ownership 
and central planning of its key elements, a collectively-owned 
sector, and a small sector based on individual enterprise. 
China's long-standing doctrine of economic self-reliance has been 
supplemented with an open-door policy designed to promote growth 
and development through integration with the world economy. The 
ultimate aim of this strategy is to raise efficiency in the 
production and distribution of goods and set the stage for future 
growth and improvement in the standard of living. Implementation 
of this enormous and complex task has had its ups and downs, and 
Overall results to date have been mixed, but generally positive. 


Retrenchment characterized 1981, when government policies focused 
on balancing the budget and curbing inflation. The budget 
deficit was greatly reduced from 1980, national income growth 
fell to about 3 percent, compared with nearly 7 percent in 1980. 
Falling investment and decreased demand led to an unplanned drop 
in heavy industry production, but light industry continued to 
register large gains in output, strengthening China's export 
capability, adding to employment and satisfying some of the 
rising consumer demand. Although the rise in personal incomes 
continued to outpace the increase in the production of consumer 
goods, inflation appears to have moderated substantially. Plans 
for 1982 basically call for a continuation of the careful, 
slow-growth policies followed in 1981, with some growth in heavy 
industry and intensified efforts to stabilize prices and put 
state finances on a firmer footing. 


Results for the first six months of the year point to probable 
fulfillment of the government's modest 4 to 5 percent target for 
growth in output for the year. However, authorities are concerned 
about continued serious transportation bottlenecks, a tenuous 
energy situation, inefficient and high-cost production, low 
quality of manufactures, and continued high inventories. 


U.S.-China trade, which increased from US$ 4.8 billion in 1980 to 
US$ 5.5 billion in 1981, has grown much more slowly in the past 
18 months. The U.S. surplus in bilateral trade declined from 
US$2.7 billion in 1980 to US$1.7 billion in 1981. U.S. exports 
were down in 1981 by five percent, and in the first five months 
of 1982, were running 8 percent behind the previous year. 


Prospects for U.S. exports to China remain favorable, especially 
the sale of agricultural commodities, which account for over 
one-half of total U.S. exports. In the medium-term, China's 





economic readjustment will result in slow growth in imports of 
equipment and machinery from the west. Nevertheless, China will 
selectively seek imports geared to its emphasis on developing 
light industry, strengthening its export capability, rehabili- 
tating its existing industrial plants, and exploiting its energy 
and mineral resources. China's foreign trade structure is 
changing, and U.S. companies should determine Chinese priorities 
in the sectors in which they are interested, and establish 
relationships with a number of organizations. End Summary. 


BACKGROUND 


In the past 30 years, the Chinese government has built a 
reasonably solid industrial base, especially in heavy industry; 
has substantially extended economic infrastructure in 
transportation, communications and energy; and has satisfied the 
basic requirements of feeding, housing and clothing a vast 
population of about one billion people. Shaken by ideological 
Swings and some counterproductive socio-economic experimentation, 
the development process has not been smooth. Policy errors and 
limited management capability have led to inefficient investments 
of the country's limited resources and to serious structural 
imbalances. 


China's leaders have repudiated past economic policy and have 

set a course designed to modernize the country's agriculture, 
technology, industry and national defense while upgrading 
standards of living. The current stage of development has been 
termed a readjustment phase, the essential aim of which is to 
restore structural balance, both by allowing for more consumption 
and by giving priority to labor-intensive light industry 
production. This strategy is based on the judgment that 
relatively small investments in light industry can help to meet 
rising demand for consumer goods,create employment, and earn 
foreign exchange to pay for grain, imported equipment and 
technology vital to modernization. Selective investment of 
domestic resources and foreign exchange is also being made in key 
sectors: transportation, construction materials, communications, 
and energy. 


Another major goal is to invigorate the economy through 
Management reform, enterprise reorganization, a greater role for 
market forces, and more emphasis on material incentives. Since 
1979, local governments and enterprises have gained more autonomy 
in planning production, marketing their output and distributing 
earnings. Various forms of material incentive schemes have been 
implemented in the agricultural sector and in industry, but do 
not seem to be working well in industry. 


By the end of 1980, although the readjustment and reform program 
had begun to produce positive results in production and in living 





standards, some serious problems, many of them side effects of 
the reforms, emerged to complicate the development program. The 
most immediate problems in the eyes of China's leaders were 
rising inflation, unplanned and rising budget deficits, and waste 
of investment funds. As 1981 began, China's decision-makers 
initiated an intensified effort at economic stabilization. This 
retrenchment principally involved cutting national investment 
expenditures and attempts to balance the budget and stabilize 
prices. As 1981 closed, it was clear that combined policies of 
retrenchment and reform would continue. 


PART A--CURRENT ECONOMIC SITUATION AND TRENDS 


1981 DOMESTIC POLICY AND PERFORMANCE: In 1981, national income 
grew by about three percent. Despite serious floods in some 

areas and drought in others, China achieved more than five 

percent gain in agricultural output; grain output nearly equaled 
that in 1979, a record year. Cotton production, up 10 percent 
from 1980, set a new production record. The output of oil-bearing 
crops, sugar cane and beets, tobacco and tea also recorded large 
gains. There was ample evidence that agricultural reform was 
proceeding well. 


Industry ended the year with a four percent gain in output in 
comparison with the 8.7 percent gain in 1980. In line with 
readjustment policy, and following the 1980 pattern, light 
industry was the leader, growing by 14.1 percent. Heavy industry 
suffered an unplanned, precipitous drop in output of eight 
percent by September, but revived in the last quarter of 1981 to 
end the year with negative growth limited to 4.7 percent. The 
unexpectedly poor performance in heavy industry was primarily 
caused by energy shortages, a falloff in orders stemming from 
reduced capital investments, and problems arising from 
implementation of new management and incentive programs. The 
ratio between light and heavy industrial production stood at 
51:49 at year end, marking the first year in a decade that light 
industry had predominated. Production of several kinds of 
consumer goods increased dramatically. Efforts were made to 
raise efficiency through integration of productive enterprises, 
which aimed to eliminate waste and redundancy and to allow for 
greater economies of scale and production specialization. 
According to the State Economic Commission, over 2000 new 
integrated industrial corporations have been set up to 
consolidate or coordinate production scattered in different 
enterprises, 


Some success was achieved in slowing inflation. The official 
inflation estimate for 1981 stood at two percent, compared with 
six percent in 1980. However, many observers estimate that 
overall inflation was significantly higher. Retail sales rose by 
nine percent over 1980, but aggregate demand boosted by 





uncontrolled investment spending by localities and enterprises, 
and by continued increases in both urban and rural personal 
incomes, continued to outpace the increase in the supply of 
consumer goods. For the second year in a row, the State Council 
in January issued a strongly-worded directive aimed at enforcing 
administrative controls over prices. 


Incomes rose impressively in the countryside and more slowly in 
the cities. Per capita rural incomes rose at a nominal rate of 
16.8 percent in 1981, to reach 223 Yuan (US$124). The total wage 
bill for the non-agricultural work force rose by 6.1 percent. 
Although the overall increase in the wage bill boosted aggregate 
purchasing power, the average annual non-agricultural wage rose 
by only 1.3 percent to 772 Yuan (US$429), less than the offically 
acknowledged percentage rise in consumer prices, and much less 
than the 14.1 percent nominal wage increase in 1980. The 
Slow-down in the pace of income gains for urban workers and staff 
reflects government attempts to limit purchasing power following 
two years of excessive pay increases and workers‘ bonuses. 


In the past few years, the government has expanded banking 
services throughout the country in a bid to encourage people to 
Save more of their income and th Lieve demand pressures. In 
1981, the overall growth in personal savings slowed to 25 percent 
from 39 percent a year earlier Rural sonal savings, up by 

44 percent, were growing only slightly slower than in 1980. Rates 
of interest on savings deposits were raise one percent at 
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the beginning of 1982. 


Among the problems which 
is the nagging energy sho 


continue to constrain the Chinese economy 
rtage which has slowed many factories 
throughout the country. 1981 oil production was 101 million 

tons, a 4.5 percent drop from 1980. Coal production managed to 
maintain the 1980 level of 620 million tons. Overall electrical 
power production was reported to have increased 2.9 percent. 


The government's efforts to balance the state budget in 1981 
were partially successful. Although total expenditures fell by 
over 10 percent from 1980, and state budget -financed capital 
investment was cut by 21 percent, spending reductions fell 
short of plans. Largely owing to the drop in heavy industrial 
production, revenues were lower than anticipated, falling by 
2.5 percent compared with 1980. The result was a deficit 
estimated by Chinese authorities to be Yuan 2.5 billion on 
expenditures of Yuan 108.6 billion, a substantial improvement 
over 1979 and 1980 when the deficits ran Yuan 17.9 billion 

and Yuan 12.7 billion, respectively. Chinese officials remain 
troubled by budget problems, noting that expenditures have already 
been trimmed to the bone,and that various subsidies are a 
mounting burden. 





TRADE AND INVESTMENT IN 1981: China's policy to open its economy 
to the outside has been repeatedly reaffirmed and foreign trade 
continued to grow in 1981. According to official figures, total 
foreign trade reached US$43 billion, up 15 percent over 1980. 
Exports (F.O.B. value) grew by 18.8 percent, while imports 
(C.I.F. value) grew by only 10.8 percent, allowing China to 
finish the year with its merchandise trade account essentially in 
balance. Exports accounted for about eight percent of China's 
GDP in 1981. Comprehensive figures on trade in invisibles are 
unavailable, but the Chinese announced that US$807 million was 
earned from the 7.8 million foreign visitors (including visitors 
from Hong Kong and Macao) to China last year, an amount they say 
is nearly 50 percent greater than in 1980. 


Economic readjustment continues to affect the composition and 
direction of China's trade. Industrial and mining products 
amounted to 41% of total exports in 1981, up from a 38% share in 
1979. Products needed in agriculture, in light industry and 
textile production, together with consumer goods, comprised 59.5% 
of total imports, compared to 50.9% in 1980, while machinery, 
rolled steel and nonferrous metals dropped from 30% to 13% of 
imports in 1981. The developed market economies, especially the 
U.S. and Japan, have overwhelmingly reaped the benefits of this 
change in trade composition. In 1981 the United States was 
China's most dynamic export market, with sales reaching 

US$1.9 billion, a rise of 73 percent. 


For more than two years, China has actively encouraged foreign 
investment, including joint ventures, cooperative production 
projects, and compensation trade. China continued to improve the 
investment climate by publication of relevant new laws. Following 
the publication of a joint venture law in 1979, and an individual 
income tax law in 1980, 1981 saw the promulgation of a new 
foreign enterprise tax law. Separate laws govern foreign 
enterprises in the special economic zones (SEZ's). Since 1979, 
according to unofficial information supplied by the Ministry for 
Foreign Economic Relations and Trade, China has absorbed over 
$1.9 billion in foreign investment. Of this amount, $500 million 
was invested in some 400 joint production projects, most of which 
have been undertaken in the four SEZ's, three of which are in 
Guangdong province, and one in Fujian province. 40 joint 
ventures, worth about $88 million in foreign exchange, have been 
approved as reported in the Asian Wall Street Journal. However, 
there was a sharp drop in the value of new joint venture 
investment in 1981. Between 1979 and 1981, China obtained about 
$300 million in capital through compensation trade deals, and 
another $800 million or so in investments in oil exploration. 
Another form of doing business is processing on contract for 
export. The Chinese have reported that 1981 earnings from this 
source rose 60% over 1980, reaching $180 million. 





China has also developed substantial external credit lines. 
However, the high interest rates prevailing in international 
private capital markets, plus scaled-back investment plans, have 
deterred China from using most of the credits while maximizing 
the use of low-cost government-to-government loans, and loans 
from multilateral banks and monetary institutions. Foreign 
observers estimate that since 1979, China has arranged a total of 
about $31 billion in foreign credit commitments; by the end of 
1981, we estimate that China had drawn all available official 
development assistance credits ($2 billion), plus approximately a 
billion dollars in official export credits, mainly from Japan. 
Export credits signed in 1981 included two worth $57 million with 
the U.S. Export-Import Bank, the first such U.S. loan to China in 
over 30 years. We estimate that China's debt-service to export 
ratio is about 5 percent, a very low figure which continues to 
earn China an excellent credit rating among international bankers. 


THE ECONOMY IN 1982 -- PROSPECTS: Admitting that problems 
encountered in readjustment have been more formidable than 
anticipated, the government has indicated that the readjustment 
period will be extended beyond 1985. However, China's leaders 
hope that growth may pick up from present levels during the last 
half of the decade, and that China will emerge in the 1990's 
with a firm foundation for more rapid growth and accelerated 
improvements in living standards. Success in China's long-term 
campaign for a more rational economy ultimately hinges on the 
ability of China's leaders to raise efficiency through basic 
reforms in management, organization, and pricing. This task is 
formidable, and even with perseverance, progress will likely be 
slow. 


Beginning in late winter 1981, China launched a massive 
reorganization of its top-level bureaucratic structure, aimed at 
boosting efficiency. Several economic organizations were merged 
to form a new Ministry for Foreign Economic Relations and Trade 
(MFERT). A new office was created under the State Council to 
provide unified leadership and guidance over the Special Economic 
zones; it is too early to tell to what extent this new body will 
dilute the independence of the SEZ's. The power and authority of 
the State Economic Commission was augmented to give it 
comprehensive responsibility for implementing the national plan, 
and pressing economic readjustment and reform. New stress has 
been laid on strengthening the state plan, a measure explained by 
most Chinese economists and planners as a temporary adjustment 
essential to a long-term strategy which will allow more scope for 
regulation of the economy through market forces. 


In 1982, we are seeing a continuation of the careful, 
moderate-growth approach adopted in 1981, with renewed efforts 
towards a balanced budget, price stabilization, and consolidation 
of gains made in readjustment and reforms to date. The priority 





emphasis on price stabilization, joined with continued tight 
capital and energy constraints, dictates that incremental growth 
must come increasingly from improved management efficiency, 
worker productivity, and plant modernization, and less from new 
investment. Wages and bonuses for workers, according to China's 
leaders, will be allowed to grow only as fast as growth in 
productivity, which has not been improving. 


Government plans call for tighter surveillance and controls over 
local governments and enterprises to enforce payment of taxes and 
profits to the state, control prices, raise product quality, 
limit bonus payments to workers, and enforce management and 
administrative reforms. A major campaign has been launched to 
curb the incidence of economic crimes including smuggling, 
embezzlement, speculation, fraud, and bribery. A new economic 
contract law, (effective July, 1982) requires accountability and 
responsibility in all financial transactions, and should provide 
for more discipline in fulfilling commercial and trade 
commitments. Major steps in industrial integration were made in 
late April with the establishment of new national corporations to 
run the shipbuilding and automotive industries. The establish- 
ment of more rural-based collective industrial entreprises is 
advocated as a way of raising rural production and income, 
absorbing excess labor, and ameliorating distribution problems 
caused by the still-backward transportation system. 


Industrial policy will continue to emphasize development of light 
and textile industry as a way of both meeting domestic consumer 
demand and fueling China's export drive. This sector is planned 
to grow by seven percent this year. Heavy industry, recovering 
From negative growth in 1981, will seek growth of one percent in 
1982. Heavy industry's orientation will be toward producing 
goods needed by light industry, agriculture, and in housing 
construction, and toward strengthening those machine tool 
industries which contribute to exports or energy exploration. 
New investments in industry will stress upgrading of existing 
plants through technological improvements. 


Industrial output in the first half of the year was higher than 
anticipated, and possibly higher than desirable. Heavy industry 
produced 9.5 percent more than during the same period last year, 
and outpaced light industry in May and June. Reportedly, it was 
elbowing out light industry in competition for resources in some 
areas. Light industry grew 10.7 percent over the same period of 
1981. These growth rates were apparently placing a heavy strain 
on already overtaxed energy supplies and transportation capacity. 
Moreover, single-minded pursuit of growth for its own sake 
continued to plague industry, with consequent poor quality goods 
and a chronic problem of high inventories. To help deal with the 
problem of overstocked goods, the government has mandated a 
reform of the country's commercial systems, especially in rural 
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which have experienced the greatest surge in purchasing 

power in recent years, but where the commercial network is weak. 
Crude oil production held steady at about 50.2 million tons by 
i end of June, about half the annual plan. Coal production, 
though up 11.3 percent on last year, reached just 304 million 
considerably less than one-half the annual target of 625 

ceane By mid-year, increases in government revenue 
looked disappointing, and authorities were calling 
tina discipline. 


China is looking for a large, 4 percent increase in agricultural 
output in 1982, including a grain crop of 335 million tons, 
Slightly larger than the peak level of 332 million tons reached 
in 1979. Government officials have expressed concern at a 
continued shift from grain production to more lucrative cash 
crop. Crop diversification since 1979, when farmers were granted 
more decision over their crops, has resulted in a 16-17 million 
acre decrease in the area sown to grain. As always, China' 
agriculture is highly dependent on weather oo and the 
end of the 2-3 year drought in North China will help 


Total budgeted expenditures for 1982 are |] 5 llion Yuan 
(US$63 billion), up 4 percent over 1981, unk in pace with 
pianned growth in national output. L tment will focus 
on energy and transportation, light us und construction 
materials. The portion of state investment devoted to social 
services, housing and cultural sectors is slated to rise further 
from the 41 percent level reached in 1981. Total revenues which 
continue to suffer from modest economic growth, from fiscal 
reforms giving profit retention rights to localities and enter- 
srises, and from losses due to agricultural and wage subsidies, 
re targeted to grow by four percent to reach 110.5 billion 
-4 billion). This leaves an official deficit of about 

3 ion Yuan. However, China has just switched to a new 
ac ting method which treats as revenue government borrowing 
thr ugh domestic bond issues. This borrowing, targeted at 4 
billion Yuan for the year, would raise the deficit total to 
nearly 7 billion Yuan, a large increase over the 2.5 billion Yuan 
deficit registered in 1980. 


a 
(USS61 
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During the first half of 1982, Chinese leaders consistently 
reaffirmed the country's open-door policy. Early in the year, 
invitations to bid went out to 46 foreign oil companies eligible 
to participate in development of China's offshore oil resources. 
In June, China's Ministry for Foreign Economic Relations and 
Trade, in cooperation with the UN Industrial Development 
Organisation sponsored a conference in Guangzhou at which some 
50 foreign companies and 850 Chinese officials discussed a list 
Of some 130 small and medium-sized investment projects. Vice 
Minister Wei Yuming of MFERT said at the conference that direct 
investment would continue to be China's chief means of utilizing 
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foreign capital. Early reports on reactions by foreign 
participants at the conference are mixed; although nearly 70 
letters of intent were signed between foreigners and Chinese 
enterprises, those non-binding agreements are heavily weighted 
toward compensation trade arrangements involving relatively 
simple technology. This may reflect continuing foreign reluctance 
to enter into equity joint ventures, and some concern about 
patent protection and other investment uncertainties. Some 
observers have said that the Guangzhou investment conference 
played an important role in awakening Chinese enterprises to the 
expectations of prospective foreign investors. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


THE FRAMEWORK OF COMMERCIAL RELATIONS: The recent expansion of 
U.S-China trade has been greatly facilitated by the establishment 
of diplomatic relations between the two countries in January 

1979, which enabled both governments to reach a number of 
important agreements necessary for full normalization of economic 
and commercial relations. In May 1979, the claims and assets 
agreements removed a major obstacle to trade, and was soon 
followed by a trade exhibitions agreement and a trade agreement. 
The U.S. and Chinese governments concluded several more agreements 
in 1980. Aviation and maritime agreements simplify procedures 

for aircraft and shipping and provide a framework for future 
growth in transportation links. The governments reached a textile 
agreement that places quantitative restrictions on Chinese exports 
of selected categories of wearing apparel to the United States. 

In October 1980, the two countries entered into an investment 
guarantee agreement that cleared the way for the Overseas Private 
Investment Corporation's inSurance and guarantee programs to 
Operate in China. At about the same time, a 4-year grain trade 
agreement was signed between the two countries to provide a 
mechanism for annual consultation regarding the overall levels of 
U.S. export supply and China's import requirements for wheat and 
corn. In March 1982, a treaty was signed which provides mutual 
exemption from taxation of income and profits from the operation 
of ships and aircraft. 


Among the various agreements that the two countries have signed 
since early 1979, the US~PRC trade agreement represents the 
keystone to full normalization of commercial relations. It 
provides a general framework for expanded trade and commercial 
relations between the two countries and contains the provision 
required by Section 405 of the Trade Act of 1974 for a commercial 
agreement with a nonmarket economy country. The agreement 
provides for reciprocal nondiscriminatory treatment of each 
country's products, including most-favored-nation tariff 
treatment. 
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The trade agreement also provides that government export credits 
will be made available in accordance with separate agreements. 
In May 1981, the Export-Import Bank of the United States 
(EximBank) and the Bank of China signed a loan agreement and a 
memorandum of understanding on financing procedures, thereby 
completing the requirements for making EximBank facilities 
available for U.S. exports to China. 


Agreement on Commercial Exhibitions opened the way to the 
wunching of trade promotional efforts by both countries The 
rst Chinese national exhibition visited three American ‘cities 
San Francisco, Chicago, and New York -- from September to 

December 1980. A U.S. national exhibition was held in Beijing, 
November 17-28, 1980. A second U.S. trade exhibition was held in 
Beijing, in February 1982. 


RECENT TRADE TRENDS: In recent years, trade between China and 
the United States has exhibited extraordinarily high rates - 
growth. (Trade data for Sacer years are shown in Table l. The 
two- way trade was only $374 million in 1977 but aoe 
the year in which the U.S. China trade agreement 
 wilect. Bilateral trade continued to grow at a 
lower pace during 1981. Two-way trade in 198] 
billion, a 14.3 percent increase over 1980. This 
is due mainly to China's economic readjustment, budget 
and consequently, fewer purchases from the United 
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The rapid growth of U.S. exports to China during 1978-80 was due 
in part to a sharp jump in agricultural sales. Agricultural 
exports were only $64 million in 1977, jumped to $2.21 billion in 
1980, then declined to $1.96 billion in 1981. Agricultural 
exports accounted for 37.4 percent of total U.S. exports in 1977, 
rose to 70.1 percent in, 1978, and then declined to 57.7 percent 
in 1979. The share was 58.9 percent in 1980 and 54.5 percent in 
1981. 


U.S. exports of manufactured goods increased from $86.9 million 
in 1977 to $192.5 million in 1978 and then rose sharply to 

$653 million in 1979. Exports more than doubled in 1980 to a 
level of $1.22 billion, and declined to $1.13 billion in 1981. 
Machinery, transport equipment, and instrumentation accounted for 
more than half of U.S. manufactured goods exports in 1977-78, but 
the share declined to 42.5 percent in 1979, to 33.1 percent in 
1980, and to 23.5 percent in 1981, reflecting the retrenchment in 
capital construction and the slow pace of the industrial 
development program. 


U.S. exports of non-machinery manufactures to China have been led 
by a few chemical products, including urea and synthetic resins. 
U.S. exports of non-machinery manufactured goods showed moderate 
increases in 1981, led by synthetic resins ($170 million), 
fertilizers ($131 million), and kraft paper and paperboard ($61 


million). 


U.S. nonmanufactured, nonagricultural exports to China rose 
sharply in the last 2 years because of substantial sales of wood 
pulp and lumber products. China sharply increased its imports of 
U.S. wood pulp from only $3.9 million in 1979 to $66.9 million in 
1980 and to $68.6 in 1981. The PRC also began to purchase logs 
and timber from the United States; the value of these exports 
totaled $41.5 million in 1980 and $99.2 million in 1981. 


U.S. imports from China totaled $1.9 billion in 1981, representing 
a 79.2 percent increase over 1980. In recent years, 60-70 percent 
of U.S. imports consisted of manufactured goods led by textile 
products. Other important manufactured goods imports included 
footwear, rugs, artworks, and antiques. U.S. purchases of Chinese 
base metals and inorganic chemicals and compounds also were 
Significant. 


If present trends continue, U.S-China trade in 1982 will 
approximate the 1981 level of $5.5 billion. U.S. imports from 
China will probably continue to increase faster than exports, a 
trend consistent with China's current trade with other countries 
in the industralized west. Through the first five months of 1982, 
U.S. exports to China were down 15 percent, while China's exports 
were up 20 percent. In the next few years, however, China will 
likely continue to experience an imbalance in its trade with the 
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United States. Major opportunities exist for U.S. companies in 
the energy area (petroleum, coal and power), electronics, 
agriculture, and in projects involving upgrading of existing 
plant and technology. 


GETTING INTO THE CHINA MARKET: China continues to search for a 
balance between centralization and decentralization in foreign 
trade and in economic development in general. In early 1982, a 
major governmental reorganization was initiated, with the 
objective of streamling in administration and providing younger 
officials greater responsibility. A major shift occurred with 
the merging of the Ministry of Foreign Trade, the Ministry for 
Foreign Economic Relations, the Import-Export Commission and the 
Foreign Investment Commission into a single new Ministry of 
Foreign Economic Relations and Trade (MFERT). With the emphasis 
on efficiency, the real effect has been to move towards a 
recentralization of economic and foreign trade activity, and has 
been accompanied by the introduction of various administrative 
devices, such as licensing and export duties, to achieve 
effective control at the center. 


During the period 1978-1981, there was a proliferation of new 
"import-export" organizations, especially within the industrial 
ministries, and at the provincial level as well, with a resultant 
decline in activity of the traditional foreign trade corporation. 
This process is now being reversed through the policy of the 
MFERT to assume national responsibility for foreign trade. In 
particular, the Technology Department and Import/Export Department 
of MFERT play key roles in the approval of projects involving 
foreign technology (licensing, joint ventures) and in the 
decisions involving the trading of commodities and goods, as well 
as in the establishment of priorities. Nevertheless, as the 
process towards centralization of foreign trade evolves, a number 
of ministries, such as the Ministry of Electronic Industry, 
Ministry of Metallurgical Industry, Ministry of Aviation, and the 
Ministry of Coal remain actively involved in foreign trade, with 
MFERT exercising ultimate control through the prioritizing and 
approval function. 


The situation is further complicated by the autonomy granted in 
varying degrees to Guangdong, Fujian and Liaoning Provinces, and 
the municipalities of Beijing, Shanghai and Tianjin. An 
additional sub-set are the special economic zones in Guangdong 
(near Macao, Hong Kong and in Shantou) and Fujian (Xiamen). 
Therefore, with the foreign trade structure undergoing change, it 
remains essential for U.S. companies to-determine the priority 
placed on specific projects, and to establish relationships with 
a number of key organizations. 


Many foreign firms, both old and new-to-market, participate in 
technical seminar programs or exhibitions in China, sponsored by 
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the Department of Commerce or private organizations, to make 
themselves and their products known to a greater number of 
potential customers. Newcomers to the China trade may also want 
to seek an invitation to the Guangzhou Export Commodities Trade 
Fair (held April 15 to May 5 and October 15 to November 5 every 
year) or to one of the growing number of specialized mini-fairs 
held in various Chinese cities throughout the year. 


Approximately four technical sales seminars are planned for 1983, 
aS well as an instrumentation equipment exhibition sponsored by 
the China Instruments Society in Shanghai, in April 1983. 


The Foreign Commercial Service, established in China in late 
1981, stands ready to assist U.S. business through its offices in 
Beijing, Shanghai and Guangzhou. In addition, the National 
Council for U.S.-China Trade, a membership organization, 
maintains an office in Beijing. 











